454	ECONOMIC HISTORY
lapsed in 1681, until it was revived in 1689 \ indicates the
influence of the bounty upon the export trade.
Adam	The institution of bounties embodied a cardinal principle
of of the Mercantile System, namely, that the State should deter-
mine the nature of the economic activities of the community,
encouraging certain forms by means of subsidies, and dis-
couraging others by the imposition of duties 2. The Act
of 1689, claimed the legislature ten years later, "was
grounded upon the highest wisdom and prudence, and has
succeeded to the greatest benefit and advantage to the
nation by the greatest encouragement of tillage " 3. Yet
the critics of Mercantilism saw in the system of bounties
the supreme example of the folly of State protection. Adam
Smith summed up his objections in these terms : " Bounties
upon the exportation of any home-made commodity are
liable, first, to that general objection which may be made
to all the different expedients of the Mercantile System—the
objection of forcing some part of the industry of the country
into a channel less advantageous than that in which it would
run of its own accord; and secondly, to the particular
objection of forcing it not only into a channel that is less
advantageous, but into one that is actually disadvantageous,
the trade which cannot be carried on but by means of a
bounty being necessarily a losing trade. The bounty upon
the exportation of corn is liable to this further objection that
it can in no respect promote the raising of that particular
commodity of which it was meant to encourage the pro-
duction " 4. The argument that the bounty failed to extend
production rested on the assumption that its actual effect
was " not so much to raise the real value of com as to degrade
the real value of silver, or to make an equal quantity of it
exchange for a smaller quantity not only of corn but of all
other home-made commodities; for the money price of
corn regulates that of all other home-made commodities " 5.
In other words—though the farmer may sell his corn at an
enhanced price and the landlord receive higher rents,
1 Statutes, vi. 63.   In 1774 the bounty was paid when wheat was undei
443. per qr.: Statutes at Large, viii. 226.
a See infra, vol. iii. 21.	* Statutes, vii. 544.
4 The Wealth of Nations (ed. Cannan), ii. 17-18.	* Ibid, ii. u.

